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AMENDMENTS  OF  1939  TO  THE  NATIONAL  HOUSING  ACT 


March  25,  1939.— Committed  to  the  Committee  of  the  Whole  House  on  the 

state  of  the  Union  and  ordered  to  be  printed 


Mr.   Steagall,   from   the   Committee  on  Banking   and   Currency, 

submitted  the  following 

EEPORT 

[To  accompany  H.  R.  6324] 

u'^u^n^^"^"^^*^^^  ^^  Banking  and  Currency,  to  whom  was  referred 
the  bill  (H.  R.  5324),  having  considered  the  same,  report  favorably 
thereon  without  amendment  and  recommend  that  the  bill  do  pass. 

GENERAL  STATEMENT 

This  bill  (H.  R.  5324)  makes  certam  changes  in  the  National  Housing 
Act  and  extends  certain  functions  of  the  National  Housing  Act  which 
expire  on  July  1  next. 

Title  I  of  the  present  act  expires  on  July  1  next  and  by  this  bill  is 
extended  with  several  changes  to  July  1,  1941. 

Under  this  title  the  Administrator  is  authorized  to  insure  approved 
lending  institutions  against  loss  up  to  10  percent  of  loans  made  by 
them  after  the  effective  date  of  the  bill  for  the  purpose  of  financing 
alterations,  repairs,  and  improvements  of  existing  structures  of  all 
kinds  and  the  building  of  new  structures  for  residential  or  agricultural 
purposes.  Under  the  present  law  the  limit  of  repair  loans  which  may 
«o  ^^nn^^^^T^®  $10,000  and  the  limit. 'orf  loans  for  new  structures  is 
«o^nn  V^^^^  ^^^^  biU  the  hr.iii  of  both  classes  of  loans  is  put  at 
^A500.  A  new  provision  is  added*  to  the  title  which  authorizes  the 
Adnunistrator  to  makQ  4n.  annajt^  prcmii-m  charge  for  the  insurance 
?i?^  ^,  ®^J®ss  of  1  pefcohtof:  the  originU-aniount  of  the  loan.  It  was 
thought  by  the  committee  that  ii  the  Goyernment  is  to  continue  to 
msure  this  class  of  loans  thai  there  shall  b^  some  contribution  made 
Dy  the  lending  institutions  *  toward  defraying  the  expenses  of  its 
operations. 
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Title  II  of  the  act,  which  is  the  title  dealing  with  the  insurance  of 
mortgages,  is  amended  in  the  followmg  particulars:    .   .  .  •  u 

The  amount  of  insurance  obligations  of  the  Administrato^  which 
may  be  outstanding  at  any  time  is,  under  the  Pff  ^^^]?y^/,'^'^^^^^^^ 
$3,000,000,000.     It  was  stated  before  the  committee  that  ^^^  authon 
zation  probably  would  be  used  up  by  July  1,  1940  if  the  anticipated 
amount  of  new  construction  is  realized.     Tlus  estimate  was  based 
upon  the  present  law,  which  elunmates  mortgages  on  existing  struc 
tures  from  insurance  after  July  1,  1939.     In  view  of  the  ^ac*  ^hat  ^his 
bill  extends  the  Administrator's  authority  *«  ^^^f^f^^J^J*^^^^^  ?.^ 
easting  structures  up  to  July  1,  1941,  it  is  probable  that  the  present 
authorization  wUl  not  last  up  to  that  date.    The  present  act  is  amended 
by  this  bill  to  mcrease  the  amount  of  insurance  which  may  be  out- 
standing at  any  time  from  $3,000,000,000  to  $4,000,000,000  with  the 

approval  of  the  President.  .  .    •  -  ^    ^      •        *^^^^„^^ 

As  stated  above  the  date  to  which  the  Admmistrator  is  authorized 
to  insure  mortgages  on  existing  structures  is  extended  from  July  i, 
1939,  the  present  date,  to  July  1,  1941.  It  is  believed  by  the  com- 
mittee that  to  discontmue  at  this  tune  msurance  of  mortgages  on 
existmg  structures  would  have  a  bad  effect  on  new  construction  m 
that  it  would  tend  to  depreciate  the  market  for  the  existmg  houses. 
Further  than  this,  it  is  felt  that  the  operations  of  the  Federal  Housing 
Administration  has  had  a  very  substantial  influence  in  the  reduction 
of  mterest  rates  on  home  mortgages  and  the  stabilization  of  the  home 
mortgage  market  in  general  and  for  this  reason  the  existmg  construc- 
tion msurance  should  not  be  discontinued  at  this  time. 

Under   the  existing  law  90-percent  mortgages  on  small,  newly 
constructed,  owner-occupied  houses  are  elegible  for  msurance  although 
thev  may  run  for  as  much  as  25  years  instead  of  20  years,  which  is  the 
limitation  on  all  other  single-house  mortgages     This  provision  of  the 
law  expires  on  July  1 ,  1939.     Under  the  bill  this  limitation  is  stricken 
out  and  there  is  no  definite  date  of  termination  of  tlus  provision. 
There  is  added  to  the  present  law  a  new  paragraph  the  ettect  ol 
which  is  to  make  the  insurance  contract  of  the  Administrator  incon- 
testable except  for  fraud  or  misrepresentation  on  the  part  of  the  in- 
sured mortgagee.    This  provision  is  similar  in  principle  to  provisions 
contained  in  all  life-insurance  pohcies.     The  question  has  many  times 
been  raised  as  to  whether  or  not  the  determination  of  one  Admmistra- 
tor as  to  the  eUgibility  of  a  mortgage  would  be  binding  on  some  subse- 
auent  Administrator,  notwithstanding  the  fact  that  premiums  had 
been  paid  over  a  period  of  years.     This  criticism  is  particularly  appo- 
site because  under  the  law  an  agency  of  the  Government  cannot  be 
estopped  from  denying  the  validitjr  of  the  contract  of  msurance  as  is 
true  of  private  insurance  icomp^hips.     It  is- 'thought  that  this  pro- 
vision gives  the  lending  ihstitutioii^  the  j>ratection  to  which  they  are 

in  fairness  entitled .     .    ...,,.       .  .....  ,••,•■•,      .  ,    .  .  ^     , 

Under  the  present  taw: it:  is  provitied  that  the  Admmistrator  may 
add  to  the  debentures  issued  in  exchange  for  foreclosed  property  a 
contribution  toward  foreclosure  costs  amounting  to  2  percent  of  the 
unpaid  principal  of  the  mortgage,  bkit  hot  in^excess  of  $75  in  the  case 
of  the  foreclosure  of  a  90-percent  mortgage  prior  to  the  time  it  has  been 
reduced  to  80  percent  by  payments.  This  provision  expires  on  July  1, 
1939  and  is  by  the  bill  extended  to  July  1,  1941. 


AMENDMENTS  OF  1939  TO  THE  NATIONAL  HOUSING  ACT  3 

A  new  provision  is  added  to  the  act  which  authorizes  deeds  of  con- 
veyance to  property,  which  are  accjuired  by  the  Administrator  under 
the  act,  to  be  signed  by  an  Assistant  Administrator.  Under  the 
present  law  the  Administrator  has  the  right  to  designate  any  of  his 
functions  or  duties,  including  this  one,  to  any  of  his  subordinates,  but 
this  is  not  satisfactory  in  the  case  of  deeds  because  of  the  laws  of  most 
of  the  States  which  require  a  deed  by  an  agent  to  be  accompanied  by 
a  power  of  attorney  signed  by  the  principal,  authorizing  the  agent  to 
execute  the  deed.  The  result  is  that  in  every  case  of  a  conveyance  the 
Administrator  must  personally  sign  either  the  deed  or  the  power 
of  attorney.  In  his  absence  from  the  city  no  conveyances  can  be 
executed  in  some  of  the  jurisdictions.  The  amendment  is,  in  the 
judgment  of  the  committee,  one  that  is  necessary  for  the  prompt  and 
efficient  administration  of  the  act. 

The  bill  repeals  section  210  which  was  written  into  the  act  when  the 
amendments  were  made  in  February  1938.  The  section  authorizes 
the  Administrator  to  insure  mortgages  on  newly  constructed,  multi- 
family  dwellings  or  groups  of  not  less  than  10  single-family  dwellings 
in  excess  of  $16,000  and  not  in  excess  of  $200,000.  The  Administrator 
stated  to  the  committee  that  he  did  not  beheve  that  this  section  should 
be  continued  in  the  act,  because  there  were  no  controls  or  safeguards 
incorporated  in  this  section  similar  to  those  which  are  incorporated 
in  section  207,  under  which  the  Administrator  can  control  the  rents, 
income,  and  other  operations  of  the  property  so  as  to  prevent  their 
being  milked  during  the  earlier  periods  of  the  loan. 

Title  III  of  the  act,  which  provides  for  the  establishment  and  super- 
vision of  national  mortgage  associations  by  the  Administrator,  is 
amended  so  as  to  give  the  Administrator  the  authority  to  control  the 
number  of  national  mortgage  associations  which  may  be  organized 
under  the  title. 

Without  this  amendment  it  is  doubtful  whether  or  not  the  Adminis- 
trator has  the  authority  to  refuse  to  charter  a  national  mortgage 
association,  if  the  organizers  comply  with  the  provisions  of  the  statute. 
The  committee  feels  that  it  would  be  a  serious  mistake  to  leave  the 
act  in  such  state  that  the  Administrator  would  have  to  charter  these 
associations  indiscriminately  and  without  regard  to  the  need  for  them 
with  the  danger  that  there  might  be  outstanding  a  large  number  of 
issues  of  debentures  which  would  not  be  properly  supported  in  the 
market,  and  would  lead  to  a  repetition  of  our  experience  with  the  joint 
stock  land  banks. 

Title  III  is  also  amended  to  permit  national  mortgage  associations 
to  conduct  their  business  in  the  District  of  Columbia,  Alaska,  Hawaii, 
and  Puerto  Rico,  as  well  as  in  the  States  of  the  Union  as  in  the  present 
law. 

CHANGES   IN   EXISTING   LAW 

In  comphance  with  paragraph  2a  of  rule  XIII  of  the  Rules  of  the 

J  House  of  Representatives,  changes  in  existing  law  made  by  the  bill 

are  shown  as  follows:  Existing  law  proposed  to  be  omitted  is  enclosed 

in  black  brackets,  new  matter  is  printed  in  itahcs,  existing  law  in 

which  no  change  is  proposed  is  shown  in  roman. 


ISSBBr 
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INSURANCE    OF   FINANCIAL   INSTITUTIONS 

Sec.  2.  (a)  The  Administrator  is  authorized  and  empowered,  upon  such  terms 
and  conditions  as  he  may  prescribe,  to  insure  banks,  trust  companies,  personal 
finance  companies,  mortgage  companies,  building  and  loan  associations,  install- 
ment lending  companies,  and  other  such  financial  institutions  which  the  Adminis- 
trator finds  to  be  qualified  by  experience  or  facilities  and  approves  as  eligible  for 
credit  insurance,  against  losses  which  they  may  sustain  as  a  result  of  loans  and 
advances  of  credit,  and  purchases  of  obligations  representing  loans  and  advances 
of  credit,  made  by  them  [on  and  after  the  date  of  the  enactment  of  the  National 
Housing  Act  Amendments  of  1938  and  prior  to  July  1,  1939,  or  such  earlier  date 
as  the  President  may  fix  by  proclamation  upon  his  determination  that  there  no 
longer  exists  any  necessity  for  such  insurance  in  order  to  make  ample  credit 
available,]  subsequent  to  the  date  this  section,  as  amended,  takes  effect,  and  prior  to 
July  1,  1941,  for  the  purpose  of  financing  alterations,  repairs,  and  improvements 
upon  or  in  connection  with  existing  structures,  and  the  building  of  new  structures, 
upon  urban,  suburban,  or  rural  real  property  (including  the  restoration,  rehabilita- 
tion, rebuilding,  and  replacement  of  such  improvements  which  have  been  damaged  or 
destroyed  by  earthquake,  conflagration,  tornado,  cyclone,  flood,  or  other  catastrophe), 
by  the  owners  thereof  or  by  lessees  of  such  real  property  under  a  lease  expiring  not 
less  than  six  months  after  the  maturity  of  the  loan  or  advance  of  credit.     In  no 
case  shall  the  insurance  granted  by  the  Administrator  under  this  section  to  any 
such  financial  institution  on  loans,  advances  of  credit,  and  purchases  made  by 
such  financial  institution  for  such  purposes  [on  and  after  the  date  of  the  enact- 
ment of  the  National  Housing  Act  Amendments  of  1938]  subsequent  to  the  date 
this  section,  as  amended,  takes  effect,  exceed  10  per  centum  of  the  total  amount  of 
such  loans,  advances  of  credit,  and  purchases.     The  total  liability  which  may  be 
outstanding  at  any  time  plus  the  amount  of  claims  paid  in  respect  of  all  insurance 
heretofore  and  hereafter  granted  under  this  section  and  section  6,  as  amended, 
less  the  amount  collected  from  insurance  premiums  and  deposited  in  the  Treasury  of 
the  United  States  under  the  provisions  of  subsection  (/)  of  this  section,  shall  not  exceed 
in  the  aggregate  $100,000,000. 

(b)  No  insurance  shall  be  granted  under  this  section  to  any  such  financial  insti- 
tution with  respect  to  any  obligation  representing  any  such  loan,  advance  of 
credit,  or  purchase  by  [it,]  it  (1)  if  the  amount  of  such  loan,  advance  of  credit, 
or  purchase  exceeds  [$10,000  with  respect  to  loans,  advances,  or  purchases  for 
financing  repairs,  alterations,  or  improvements  upon  or  in  connection  with  existing 
structures,  or  exceeds  $2,500  with  respect  to  loans,  advances,  or  purchases  for 
financing  the  building  of  new  structures,  nor]  $2,500,  or  {2)  if  such  obligation  has 
a  maturity  in  excess  of  three  years  and  thirty-two  days,  unless  such  loan,  advance  of 
credit,  or  purchase  is  for  the  purpose  of  financing  the  construction  of  a  new  structure 
for  use  in  whole  or  in  part  for  residential  or  agricultural  purposes,  or  (5)  unless  the 
obligation  bears  such  interest,  has  such  maturity,  and  contains  such  other  terms,, 
conditions,  and  restrictions  as  the  Administrator  shall  prescribe  in  order  to  make 
credit  available  for  the  purposes  of  this  title. 

(c)  Notwithstanding  any  other  provision  of  law,  the  Administrator  shall  have 
the  power,  under  regulations  to  be  prescribed  by  him  and  approved  by  the  Secre- 
tary of  the  Treasury,  to  assign  or  sell  at  public  or  private  sale,  or  otherwise  dispose 
of,  any  evidence  of  debt,  contract,  claim,  property,  or  security  assigned  to  or  held 
by  him  in  connection  with  the  payment  of  insurance  heretofore  or  hereafter  granted 
under  this  section,  and  to  collect  or  compromise  all  obligations  assigned  to  or  held 
by  him  and  all  legal  or  equitable  rights  accruing  to  him  in  connection  with  the 
payment  of  such  insurance  until  such  time  as  such  obligations  may  be  referred 
to  the  Attorney  General  for  suit  or  collection. 

(d)  The  Administrator  is  authorized  and  empowered,  under  such  regulations 
as  he  may  prescribe,  to  transfer  to  any  such  approved  financial  institution  any 
insurance  in  connection  with  any  loans  and  advances  of  credit  which  may  be  sold 
to  it  by  another  approved  financial  institution. 

(e)  The  Administrator  is  authorized  to  waive  compliance  with  regulations 
heretofore  or  hereafter  prescribed  by  him  with  respect  to  the  interest  and  maturity 
of  and  the  terms,  conditions,  and  restrictions  under  which  loans  advances  of 
credit,  and  purchases  may  be  insured  under  this  section  and  section  6  if  in  his 
judgment  the  enforcement  of  such  regulations  would  impose  an  injustice  upon  an 
insured  institution  which  has  substantially  complied  with  such  ret^ulations  in 
good  faith  and  refunded  or  credited  any  excess  charge  made,  and  "where  such 
waiver  does  not  mvolve  an  mcrease  of  the  obligation  of  the  Administrator  bevond 
the  obligation  which  would  have  been  involved  if  the  regulations  had  been  fuJlv 
complied  with.  ^ 
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(/)  The  Administrator  shall  fix  a  premium  charge  for  the  insurance  hereafter 
granted  under  this  title,  but  in  the  case  of  any  obligation  representing  any  loan,  advance 
of  credit,  or  purchase,  such  premium  charge  shall  not  exceed  an  amount  equivalent 
to  1  per  centum  per  annum  of  the  net  proceeds  of  such  loan,  advance  of  credit,  or  pur- 
chase, for  the  term  of  such  obligation,  and  such  premium  charge  shall  be  payable  in 
advance  by  the  financial  institution  and  shall  be  paid  at  such  time  and  in  such  manner 
as  may  be  prescribed  by  the  Administrator.  The  moneys  derived  from  such  premium 
charges  shall  be  deposited  in  an  account  in  the  Treasury  of  the  United  States,  which 
account  shall  be  available  for  defraying  the  operating  expenses  of  the  Federal  Housing 
Administration  under  this  title,  and  any  amounts  in  such  account  which  are  not 
needed  for  such  purpose  may  be  used  for  the  payment  of  claims  in  connection  with  the 
insurance  granted  under  this  title. 

(g)  The  Administrator  is  authorized  and  directed  to  make  such  rules  and  regula- 
tions as  may  be  necessary  to  carry  out  the  provisions  of  this  title, 

******* 

[Sec.  6.  (a)  The  Administrator  is  authorized  and  empowered,  upon  such  terms 
and  conditions  as  he  may  prescribe,  to  insure  banks,  trust  companies,  personal 
finance  companies,  mortgage  companies,  building  and  loan  associations,  install- 
ment lending  companies,  and  other  such  financial  institutions,  heretofore  or 
hereafter  approved  by  the  Administrator  as  eligible  for  credit  insurance,  against 
losses  which  they  may  sustain  as  a  result  of  loans  and  advances  of  credit,  and 
purchases  of  obligations  representing  loans  and  advances  of  credit,  made  by  them 
subsequent  to  the  date  this  section  takes  effect  and  prior  to  July  1,  1939,  or  such 
earlier  date  as  the  President  may  fix  by  proclamation  upon  his  determination  that 
the  emergency  no  longer  exists',  for  the  purpose  of  financing,  by  the  owners  of 
real  property  or  by  lessees  thereof  under  a  lease  for  a  period  of  not  less  than  one 
year,  the  restoration,  rehabilitation,  rebuilding,  and  replacement  of  improvements 
on  such  real  property  and  equipment  and  machinery  thereon  which  were  damaged 
or  destroyed  by  earthquake,  conflagration,  tornado,  cyclone,  hurricane,  flood,  or 
other  catastrophe  in  the  years  1935,  1936,  1937,  1938,  or  1939,  either  on  the  same 
site  or  on  a  new  site  in  the  same  locality  where  the  damaged  or  destroyed  property 
was  located.  The  Administrator  is  authorized  to  grant  insurance  under  this 
section,  as  amended,  to  any  such  financial  institution  up  to  20  per  centum  of  the 
total  amount  of  loans,  advances  of  credit,  and  purchases  made  by  such  financial 
institution  for  such  purposes,  and  any  insurance  reserve  accumulated  by  any 
such  financial  institution  under  section  2  of  this  title  shall  be  applicable  to  the 
payment  of  any  losses  sustained  by  it  as  a  result  of  loans,  advances  of  credit  or 
purchases  insured  under  this  section. 

[(b)  No  insurance  shall  be  granted  under  this  section  to  any  such  financial 
institution  with  respect  to  any  obhgation  representing  any  such  loan,  advance  of 
credit,  or  purchase  by  it  (1)  unless  the  loan  bears  such  interest,  has  such  maturity, 
and  contains  such  other  terms,  conditions,  and  restrictions,  as  the  Administrator 
shall  prescribe  in  order  to  make  credit  available  for  the  purposes  of  this  section; 
and  (2)  unless  the  amount  of  such  loan,  advance  of  credit,  or  purchase  is  not  in 
excess  of  $2,000,  except  that  in  the  case  of  any  such  loan,  advance  of  credit,  or 
purchase  made  for  the  purpose  of  such  financing  with  respect  to  apartment  or 
multiple  family  houses,  hotels,  office,  business  or  other  commercial  buildings, 
hospitals,  orphanages,  colleges,  schools,  churches,  or  manufacturing  or  industrial 
plants,  such  insurance  may  be  granted  if  the  amount  of  the  loan,  advance  of 
credit,  or  purchase  is  not  in  excess  of  $50,000.] 

^  i^  *  *  *  *  * 

INSURANCE    OF    MORTGAGES 

Sec.  203.  (a)  The  Administrator  is  authorized,  upon  application  by  the 
mortgagee,  to  insure  as  hereinafter  provided  any  mortgage  offered  to  him  which 
is  eligible  for  insurance  as  hereinafter  provided,  and,  upon  such  terms  as  the  Ad- 
ministrator may  prescribe,  to  make  commitments  for  the  insuring  of  such  mort- 
gages prior  to  the  date  of  their  execution  or  disbursement  thereon:  Provided, 
That  the  aggregate  amount  of  principal  obligations  of  all  mortgages  insured  under 
this  title  and  outstanding  at  any  one  time  shall  not  exceed  [$2,000,000,000] 
$8,000,000,000,  except  that  with  the  approval  of  the  President  such  aggregate 
amount  may  be  increased  to  not  to  exceed  [$3,000,000,000]  $4,000,000,000: 
Provided  further,  That  on  and  after  July  1,  [1939]  1941,  no  mortgages  shall  be 
insured  under  this  title  except  mortgages  [(1)]  that  cover  property  which  is 
approved  for  mortgage  insurance  prior  to  the  completion-  of  the  construction  of 
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^i^^iP''*^*?®^*?'  ^^  ^^^  *^^*  ^'^ver  property  the  construction  of  which  was  com- 
^Ti^t  ^"^  January  1    1937,  and  was  completed  prior  to  July  1,  1939,  or  (3) 

tt' AdmlLTffl  ;!^otrJr  "^^  ^''"'"''^  ''''^'  '^  '  "'''"""'  "'"'^^  '^ 
(b)  To  be  eligible  for  insurance  under  this  section  a  mortgage  shaU— 
y^rril    aV^^    .  ?°  "^*^®  *^'  *°^  "^^  ^eld  by,  a  mortgagee  approved  by  the 
^/o^   T       ,^"^^*^**^''  as  responsible  and  able  to  service  the  mortgage  properly 
o^i^  .Involve  a  principal  obligation  (including  such  initial  service  charges, 
an  amount^^^*'  *"^  ^*^^^^  ^^^^  ^  *^®  Administrator  shall  approve)  in 

(A)  not  to  exceed  $16,000  and  not  to  exceed  80  per  centum  of  the 
appraised  value  (as  of  the  date  the  mortgage  is  accepted  for  insurance) 
01  a  property  upon  which  there  is  located  a  dwelling  or  dwellings  designed 
principaUy  for  residential  use  for  not  more  than  four  families  in  the  aggre- 
gate,  irrespective  of  whether  such  dwelling  or  dwellings  have  a  party 
dwellings^^'or''      ""^^  physicaUy  connected  with  another  dwelling  or 

«rl?2-  ^5*  *^  ®^?®^^  ^^'^^0  ^"d  not  to  exceed  90  per  centum  of  the 

ofTprooertv^nrte  ^^  '"l?  1f^  '^^  ^^^,*«*«^  ^«  ^^^^P*^^  ^^^  in^u?ance) 
dwpl1?n^^H^'     J"^"'.  «">"rban,  or  rural,  upon  which  there  is  located  a 

stTuctTo^n  nf  i^v  K  P""«^Pa"y  for  a  single-family  residence  (i)  the  con! 
Housin?  aJY^  ''^*'^«"."  ^^}^^  ^^^  ^^*«  ^f  enactment  of  the  National 
■  gaZZlAL^^n^^^  ^^  ^-^^^  *°^.  ^^^^^^  i«  approved  for  mor?: 
structVon  of  wh£h  ^^  u^^  beginning  of  construction,  or  (ii)  the  con- 
Ho+1  1?     of  which  was  begun  after  January  I,  1937,  and  prior  to  the 

wh^ch  has  ""nof  hp*  °^  *,^"  ^^*^^"^!  Housing'^AiiiendmenJs  o^f T938%nd 
wi'th  resoect  to  ^nrft''^'^  ""'  occupied  since  completion:  Provided,  That 
ahlu  K    Pu      ^  mortgages  insured  under  this  paragraph  the  mortea^or 

Ince  and  shanT«v"^  "^h'"^^^*  "'  *^^  propert?at  tWme  of ^he insur- 
ance and  shall  have  paid  on  account  of  the  propertv  at  least  10  npr 
centum  o   the  appraised  value  in  cash  or  its  equivalent,  oJ  ^  ^^"^ 

centum  of  S^OO^f  ff/^^'  and  not  to  exceed  the  sJm  of  (i)  90  per 
iL  «n^S.+  ^  f  '  •  ^^  *^^  appraised  value  (as  of  the  date  the  morteaee 
of  So  «nH'  ^T-*"*^^^  *"^/")  ^^  P«^  centum  of  such  valueTn  Si 
IcriHintarTg^aph'^^^^^^^  a  property  of  the  charLte? 

i^^"^^^!^^        ^"l?f  a^PPl^^^^^^^^^^^^^  '^  ''^  -^ 

C«*C.J"!y  1,  1939,3  a  mortgage  of  the  character  dScXf  in  para^^^ 

Administrator  fin/s  Sin  certain  a^e^or  un'Ir'fnA'!^  ^^^  '"I""'  "  **•« 
mortgage  market  demands  u  ^"^  *"^  '""'®'  ^P^^'^'  circumstances  the 

tio?^of^;7m*ort"p\\Td*^?a;^^^^^^^  It^^utlt/fht^I-j:"'  *>?«  fP"-; 
to  interest  and  to  the  premium  charce  wh,Ph^«  S)^?r^^         amount  allocated 

ance  as  hereinafter  provided)  t"  amo^ti:^^^^^^^^ 

(7)  Contain  such  terms  and  provisions  with  rp«r£nf  ♦^  •  ®  mortgage, 
alterations,  payment  of  taxes,  deflSrresTrves  dSf  ^  ^"^^^ajice,  repairs, 
closure  proceedings,  anticipation  of  matiirTfv^HHH?"'?"^"^'^  charges,  fore- 
and  other  matter!  4s  the  ffinistrSfr  mav  hi  hi^H?*  ^r"^  secondary  liens, 

(8)  Any  contract  of  insurance  f^erl^oZre^rl^ln^^  discretion  prescribe. 
trator  under  this  titleihall  fcTn^TJitZ^^  ^^^rninis^ 
for  insurance  and  render  the  validity  of  such  contmrf^f^^  ^^  ^^^  mortgage 
in  the  hands  of  an  approved  mortaaaee  7romil^lTL''^r^''''^^'''^^  incontestable 

(c)   The  Administrator  is  authorized  to  fix  a  nr^rA ,•,;,«    i,'^'^/*^^^- 
of  mortgages  under  this  title  but  ?n  ?he  case  of  anv  SoT. ''^^'^\^^^'  *he  insurance 
be  less  than  an  amount  equivalent  to  one-half  o^fTn^ff  '.""^  ^^arge  shall  not 

per  centum  per  annum  nor 
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more  than  an  amount  equivalent  to  1  per  centum  per  annum  of  the  amount  of  the 
principal  obligation  of  the  mortgage  outstanding  at  any  time,  without  taking 
into  account  delinquent  payments  or  prepayments:  Provided,  That  a  premium 
charge  so  fixed  and  computed  shall  also  be  applicable  te  each  mortage  insured 
prior  te  the  date  of  enactment  of  the  National  Housing  Act  Amendments  of  1938 
in  lieu  of  any  premium  charge  which  would  otherwise  become  due  after  such  date 
with  resj)ect  te  such  mortgage:  Provided  further,  That  in  the  case  of  any  mortgage 
described  in  section  203  (b)  (2)  (B)  and  accepted  for  insurance  after  such  date 
and  prior  to  July  1,  1939,  the  premium  charge  shall  be  one-fourth  of  1  per  centum 
per  annum  on  such  outstanding  principal  obligation.  Such  premium  charges 
shall  be  payable  by  the  mortgagee,  either  in  cash,  or  in  debentures  issued  by  the 
Administrator  under  this  title  at  par  plus  accrued  interest,  in  such  manner  as  may 
be  prescribed  by  the  Administrator:  Provided,  That  the  Administrator  may 
require  the  payment  of  one  or  more  such  premium  charges  at  the  time  the  mortgage 
is  insured,  at  such  discount  rate  as  he  may  prescribe  not  in  excess  of  the  interest 
rate  specified  in  the  mortgage.  If  the  Administrator  finds  upon  the  presentation 
of  a  mortgage  for  insurance  and  the  tender  of  the  initial  premium  charge  or 
charges  so  required  that  the  mortgage  complies  with  the  provisions  of  this  section, 
such  mortgage  may  be  accepted  for  insurance  by  endorsement  or  otherwise  as  the 
Administrator  may  prescribe;  but  no  mortgage  shall  be  accepted  for  insurance 
under  this  section  unless  the  Administrator  finds  that  the  project  with  respect  to 
which  the  mortgage  is  executed  is  economically  sound.  In  the  event  that  the 
principal  obligation  of  any  mortgage  accepted  for  insurance  under  this  section  or 
section  210  is  paid  in  full  prior  to  the  maturity  date,  the  Administrator  is  further 
authorized  in  his  discretion  to  require  the  payment  by  the  mortgagee  of  an  ad- 
justed premium  charge  in  such  amount  as  the  Administrator  determines  to  be 
equitable,  but  not  in  excess  of  the  aggregate  amount  of  the  premium  charges  that 
the  mortgagee  would  otherwise  have  been  required  to  pay  if  the  mortgage  had 
continued  to  be  insured  under  this  section  until  such  maturity  date;  and  in  the 
event  that  the  principal  obligation  is  paid  in  full  as  herein  set  forth,  and  a  mortgage 
on  the  same  property  is  accepted  for  insurance  at  the  time  of  such  payment,  the 
Administrator  is  authorized  to  refund  to  the  mortgagee  for  the  account  of  the 
mortgagor  all,  or  such  portion  as  he  shall  determine  to  be  equitable,  of  the  current 
unearned  premium  charges  theretofore  paid. 

(d)  The  Administrator  is  authorized  to  insure,  pursuant  to  the  provisions  of 
this  section,  any  mortgage  which  (A)  covers  a  farm  upon  which  a  farm  house  or 
other  farm  buildings  are  to  be  constructed  or  repaired,  and  (B)  otherwise  would 
be  eligible  for  insurance  under  the  provisions  of  paragraph  (b)  of  this  section 
Provided,  That  the  construction  and  repairs  to  be  undertaken  on  such  farm  shall 
involve  the  expenditure  for  materials  and  labor  of  an  amount  not  less  than  15  per 
centum  of  the  total  principal  obligation  of  said  mortgage. 

(c)  No  mortgage  which  in  whole  or  in  part  refinances  a  then  existing  mortgage  shall 
be  insured  under  this  section  unless  the  mortgagor  files  with  the  application  his  cer- 
tificate to  the  Administrator  that  prior  to  the  making  of  the  application  the  mortgagor 
applied  to  the  holder  of  such  existing  mortgage  and  that,  after  reasonable  opportunity t 
such  holder  failed  or  refused  to  make  a  loan  of  a  like  amount  and  at  as  favorable  an 
annual  cost  to  the  mortgagor,  including  amortization  provisions,  commission,  interest 
rate,  and  costs  to  the  mortgagor  for  legal  services,  appraisal  fees,  title  expenses,  and 
similar  charges  as  those  of  the  loan  secured  by  the  mortgage  offered  for  insurance. 

Sec.  204.  (a)  In  any  case  in  which  the  mortgagee  under  a  mortgage  insured 
under  section  203  or  section  210  shall  have  foreclosed  and  taken  possession  of  the 
mortgaged  property  in  accordance  with  regulations  of,  and  within  a  period  to  be 
determined  by,  the  Administrator,  or  shall,  with  the  consent  of  the  Administrator, 
have  otherwise  acquired  such  property  from  the  mortgagor  after  default,  the 
mortgagee  shall  be  entitled  to  receive  the  benefit  of  the  insurance  as  hereinafter 
provided,  upon  (1)  the  prompt  conveyance  to  the  Administrator  of  title  to  the 
property  which  meets  the  requirements  of  rules  and  regulations  of  the  Adminis- 
trator in  force  at  the  time  the  mortgage  was  insured,  and  which  is  evidenced  in 
the  manner  prescribed  by  such  rules  and  regulations,  and  (2)  the  assignment  to 
him  of  all  claims  of  the  mortgagee  against  the  mortgagor  or  others,  arising  out  of 
the  mortgage  transaction  or  foreclosure  proceedings,  except  such  claims  as  may 
have  been  released  with  the  consent  of  the  Administrator.  Upon  such  convey- 
ance and  assignment  the  obligation  of  the  mortgagee  to  pay  the  premium  charges 
for  insurance  shall  cease  and  the  Administrator  shall,  subject  to  the  cash  adjust- 
ment hereinafter  provided,  issue  to  the  mortgagee  debentures  having  a  total  face 
value  equal  to  the  value  of  the  mortgage  and  a  certificate  of  claim,  as  hereinafter 
provided.     For  the  purposes  of  this  subsection,  the  value  of  the  mortgage  shall 
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be  determined,  in  accordance  with  rules  and  regulations  prescribed  by  the  Adminis- 
trator, by  adding  to  the  amount  of  the  original  principal  obligation  of  the  mort- 
gage which  was  unpaid  on  the  date  of  the  institution  of  foreclosure  proceedings, 
or  on  the  date  of  the  acquisition  of  the  property  after  default  other  than  by  fore- 
closure, the  amount  of  all  payments  which  have  been  made  by  the  mortgagee 
for  taxes,  [special  assessments,  water  rates,  which  are  liens  prior  to  the  mortgage, 
insurance  on  the  property  mortgaged,!  ground  rents,  and  water  rates,  which  are 
liens  prior  to  the  mortgage,  and  special  assessments  which  either  become  liens  after 
the  date  of  the  insurance  of  the  mortgage  or  which  are  noted  on  the  application  for 
insurance,  insurance  on  the  mortgaged  property,  and  any  mortgage  insurance  pre- 
miums paid  after  either  of  such  dates,  and  by  deducting  from  such  total  amount 
any  amount  received  on  account  of  the  mortgage  after  either  of  such  dates,  and 
any  amount  received  as  rent  or  other  income  from  the  property,  less  reasonable 
expenses  incurred  in  handling  the  property,  after  either  of  such  dates:  Provided, 
That  with  respect  to  mortgages  which  are  accepted  for  insurance  prior  to  July  1, 
[1939]  1941,  under  section  203  (b)  (2)  (B)  of  this  Act,  and  which  are  foreclosed 
before  there  shall  have  been  paid  on  account  of  the  principal  obligation  of  the 
mortgage  a  sum  equal  to  10  per  centum  of  the  appraised  value  of  the  property  as 
of  the  date  the  mortgage  was  accepted  for  insurance,  there  may  be  included  in 
the  debentures  issued  by  the  Administrator,  on  account  of  foreclosure  costs  actually 
paid  by  the  mortgagee  and  approved  by  the  Administrator  an  amount  not  in 
excess  of  2  per  centum  of  the  unpaid  principal  of  the  mortgage  as  of  the  date  of 
the  institution  of  foreclosure  proceedings,  but  in  no  event  in  excess  of  $75. 
******* 

(g)  Notwithstanding  any  other  provision  of  law  relating  to  the  acquisition, 
handling,  or  disposal  of  real  property  by  the  United  States,  the  Administrator 
shall  have  power  to  deal  with,  complete,  rent,  renovate,  modernize,  insure,  or  sell 
for  cash  or  credit,  in  his  discretion,  any  properties  conveyed  to  him  in  exchange 
for  debentures  and  certificates  of  claim  as  provided  in  this  section;  and  notwith- 
standing any  other  provision  of  law,  the  Administrator  shall  also  have  power  to 
pursue  to  final  collection,  by  way  of  compromise  or  otherwise,  all  claims  against 
mortgagors  assigned  by  mortgagees  to  the  Administrator  as  provided  in  this 
section :  Provided,  That  section  3709  of  the  Revised  Statutes  shall  not  be  construed 
to  apply  to  any  contract  for  hazard  insurance,  or  to  any  purchase  or  contract  for 
services  or  supplies  on  account  of  such  property  if  the  amount  thereof  does  not 
exceed  $1,000.  The  power  to  convey  and  to  execute  in  the  name  of  the  Administrator 
deeds  of  conveyance,  deeds  of  release,  assignments  and  satisfactions  of  mortgages,  and 
any  other  written  instrumerit  relating  to  real  property  or  any  interest  therein  heretofore 
or  hereafter  acquired  by  the  Administrator  pursuant  to  the  provisions  of  this  Actf 
may  be  exercised  by  the  Administrator  or  by  any  Assistant  Administrator  appointed 
by  him,  without  the  execution  of  any  express  delegation  of  power  or  power  of  attorney: 
Provided,  That  nothing  in  this  subsection  shall  be  construed  to  prevent  the  Adminis- 
trator from  delegating  such  power  by  order  or  by  power  of  attorney,  in  his  discretion, 
io  any  officer,  agent,  or  employee  he  may  appoint. 

******* 

[additional  housing  insurance 

[Sec.  210.  (a)  In  addition  to  mortgages  insured  under  sections  203  and  207  the 
Administrator  is  authorized  to  insure  mortgages  as  defined  in  section  207  (a)  (1), 
including  advances  on  such  mortgages  during  construction,  covering  property 
upon  which  there  is  located  or  upon  which  there  is  to  be  constructed  one  or  more 
multifamily  dwellings  or  a  group  of  not  less  than  ten  single-family  dwellings- 
Provided,  That  the  property  shall  have  been  approved  for  mortgage  insurance 
prior  to  the  beginning  of  construction. 

[(b)  To  be  eligible  for  insurance  under  this  section  a  mortgage  shall — 

[(1)  Involve  a  principal  obligation  (including  such  initial  service  charges, 
appraisal,  inspection,  and  other  fees  as  the  Administrator  shall  approve)  in 
an  amount  in  excess  of  $16,000  but  not  in  excess  of  $200,000  and  not  in  excess 
of  80  per  centum  of  the  amount  which  the  Administrator  estimates  will  be 
the  value  of  the  property  when  the  proposed  improvements  are  completed, 
and  such  part  thereof  as  may  be  attributable  to  dwelling  use  shall  not  exceed 
$1,150  per  room. 

[(2)  Have  a  maturity  satisfactory  to  the  Administrator,  but  not  to  exceed 
twenty-one  years  and  contain  complete  amortization  provisions  satisfactory 
to  the  Administrator. 
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[(3)  Bear  interest  (exclusive  of  premium  charges  for  insurance)  at  not  to 
exceed  5  per  centum  per  annum  on  the  amount  of  the  principal  obligation 
outstanding  at  any  time.  .  . 

[(4)  Contain  such  terms,  conditions,  and  provisions  with  respect  to 
advances  during  construction,  assurance  of  completion,  recognition  of  equita- 
ble rights  of  contract  purchasers  in  good  standing,  release  of  part  of  the 
mortgaged  premises  from  the  lien  of  the  mortgage,  insurance,  repairs,  altera- 
tions, payment  of  taxes,  default  and  management  reserves,  delinquency 
charges,  foreclosure  proceedings,  anticipation  of  maturity,  additional  and 
secondary  liens,  and  other  matters  as  the  Administrator  may  in  his  discretion 
prescribe.] 

[Note:  While  sec.  11  of  the  bill  repeals  sec.  210,  the  Administrator  is  authorized  by  such  sec.  11  to  insjM« 
under  sec.  210  any  mortgage  for  the  insurance  of  which  an  application  has  been  filed  with  him  prior  to  tne 
efleotive  date  of  the  bill.] 

•  •••••• 

(Sec.  301) :  (b)  Any  number  of  natural  persons,  not  less  than  five,  may  apply 
to  the  Administrator  for  authority  to  establish  a  national  mortgage  association, 
and  at  the  time  of  such  application  shall  transmit  to  the  Administrator  articles  of 
association,  signed  and  sealed  by  each  of  the  incorporators  and  acknowledged 
before  a  judge  of  any  court  of  record  or  a  notary  public,  which  shall  contain  (1)  the 
name  of  the  association,  (2)  the  place  where  its  principal  office  or  place  of  business 
is  to  be  located,  and  (3)  such  information  with  respect  to  its  capital  stock  as  the 
Administrator  may  by  regulation  require.  If  the  Administrator  is  of  the  opinion 
that  the  establishment  of  such  an  association  is  desirable  to  provide  a  market  for 
mortgages  insured  under  title  II  and  is  in  the  public  interest,  that  the  incorporators 
transmitting  the  articles  of  association  are  responsible  [persons]  persons,  and 
that  such  articles  of  association  are  satisfactory  in  all  respects,  he  [shall]  may 
issue  or  cause  to  be  issued  to  such  incorporators  a  certificate  of  approval,  and  the 
association  shall  become,  as  of  the  date  of  issuance  of  such  certificate,  a  body  cor- 
porate by  the  name  set  forth  in  its  articles  of  association. 

(c)  Each  national  mortgage  association  created  under  this  section  shall  have 

succession  from  the  date  of  its  organization  unless  it  is  dissolved  by  act  of  its 

shareholders,  or  its  franchise  becomes  forfeited  by  order  of  the  Administrator  as 

hereinafter  provided,  or  it  is  dissolved  by  Act  of  Congress,  and  shall  have  power — 

******* 

(4)  To  conduct  its  business  in  any  State  of  the  United  States  or  in  the  District 
of  [Columbia]  Columbia,  Alaska,  Hawaii,  or  Puerto  Rico  and  to  have  one  or  more 
offices  in  such  [State]  States  or  in  the  District  of  Columbia,  Alaska,  Hawaii,  or 
Puerto  Rico,  one  of  which  offices  shall  be  designated  at  the  time  of  organization 
as  its  principal  office. 
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Mr  Lbce,  from  the  Committee  on  Banking  and  Currency,  submitted 

the  foUowmg 

MINORITY  VIEWS 

[To  accompany  H.  R.  5324) 

tk<»  Kill  m   R    5324)  to  amend  the  National 
Minority  views  on  the  bill  (,n.  «-•  ooi.-±j 

Housing  Act,  and  f"'  other  Purposes:  ^^^  Government 

The  worst  thing  about  this  ?iii  f  ,^"'^'  J^^re.    Less  than  a 

in  the  -al-estat--^^^4S^^^^^  even- 

year  and  a  half  ago  *®  y^^J^Ji^xicted  to  Aew  homes,  and  Adminis- 
tually  mortgaging  «h«"W  ^^'^//hou^^^^^^  Administration  (known  as 
trator  McDonald  of  the  Federal  H°;\^»"^f^,„ittee  on  Banking  and 
the  F.  H.  A.),  said  the  next  ^ay  to  the  oonn  ^^        ^^_ 

Currency  that  "we  desire  to  ^liminf "  ^J^^  '^"^"''j,f  "^juiy  i,  1939,  as 
^""tli  X?  rV tt  Xr;tnTruld  be'  sC^pped.  Now 
Tet^'r  lor'JonSi'ance  is  to  be  ^f^^^y^l^^.  of  lending 
This  moans  that  the  G7«™"J^:i^:,i^jS  er^s  than  those  of 
money  to  owners  of  existing  J^^^^«  "PXein^iUd  not  dare  to  meet 
tlie  thrift  institutions  of  the  country,  wu  ^^^^      ^j^^ 

'Tatt:rt  thrift  i-tituaons  th^^^^^^^^^ 

the  cooperative  banks,  the  "mutual  savngstmnK-  ^^^^  ^^^^^ 

Their  Federal  P:""^'?,-]' ^°    ?he^  Home  Owners'   Loan   Corporation 
Sri't  tl!:  rtT'cttSh  ?hairman  John  H.  Fahey, 

'-'^  SmeSof  o-/f„^'-\rs'iLs;:::;t";uS^rltwhS 

probleni  of  .an  partisan  fla^^^^^  ,,  ,,  „.,,. 

^Kre!  wf  u^rge  Tat  die  time  has  come  t«  stop. 


\, 


2       .  AMEND  THE  NATIONAL  HOUSING  ACT 

I 

We  are  (greatly  concerned  with  the  probable  losses  to  be  sustained 
by  the  Governnient  on  the  large  units  insured.  It  has  been  demon- 
strated that  the  20-percent  equity  supposedly  furnished  consists  of 
startling  write-ups  of  land  values,  fees,  and  costs  of  financing  allowed 
by  the  Federal  Housing  Administration.  These  buildings  are  too 
often  erected  in  places  already  overbuilt  and  where  there  is  no  need 
of  further  housing.  The  promoters  are  too  often  actuated  by  hope 
of  profit  in  the  constructon  alone.  Subcontractors  seem  to  make 
estimates  too  high  to  obtain  the  mortgage  insurance.  It  is  probably 
impossible  for  Federal  Housing  Administration  supervisors  to  refute 
these  estimates.  According  to  the  testimony  of  the  Administrator, 
great  pressure  has  been  brought  upon  him  to  approve  these  projects. 
On  the  other  hand  real-estate  boards  and  chambers  of  commerce 
protest  that  their  effect  on  real  estate  in  general  is  demoralizing. 
Wliile  the  bill  repeals  the  provision,  in  section  210,  for  multifamily 
dwellings,  it  does  not  repeal  section  207  for  the  larger  projects.  It 
permits  insuring  of  mortgages  where  appUcation  has  been  filed  before 
the  effective  date  of  the  act.  In  our  judgment  this  permission  is 
unwise,  and  that  section  207  should  be  repealed. 

Robert  Luce. 
Charles  L.  Gifford. 
William  J.  Miller. 
Richard  M.  Simpson. 
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